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HE SUCCESSFUL conclusion of 
™ the special emergency meeting 
the United Nations General Assem- 
was welcomed by the world public, 
it had surmounted a dangerous 
isis in the vulngtable region of the 
Middle East, a crisis which threatened 
to expand into an international con- 
flict of wide proportions. 
 Pacification in that fast-moving part 
‘of the world which is now passing 
‘through a stormy period of its history 
(characterized by the victorious pro- 
‘gress of the Arab movement for 
emancipation and independence) is of 
great importance, not only regarding 
the destiny of the nations in that 
area, but also in the general develop- 
‘ment of international relations. 

~ It may be expected that the una- 
nimous approval of the Arab resolu- 
Jution by the General Assembly will 
mark the beginning of an significant 
improvement in international relations 
and of a new Western Powers’ policy 
in the Middle Eeast. The Arab coun- 
tries are becoming an ever more po- 
werful and important factor in inter- 
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national affairs, and it seems that 
the problems of the Middle East are 
being approached in a more realistic 
and ‘constructive way. Together with 
this, there is a growing awareness that 
all countries, particularly the Great 
Powers, should .agcept reality in the 
Middle East, such as it is. Conse- 
quently, it may be said that conditions 
are gradually being created for the 
stabilization of the situation in that 
part of the world, a stabilization which 
can be achieved by the adaptation of 
the policy of every country to the 
uncheckable and inevitable progress of 
Arab emancipation. 

The victory of the Arab countries, 
as well as that of all the non-aligned 
countries which contributed to it by 
their constructive endeavours to find 
compromise solution which would be 
acceptable to all, is all the more im- 
portant because it was won in a pe- 
riod of highly strained East-West re- 
lations — on the basis of the know- 
ledge that pacification is in the inte- 
rest of all, that the problem cannot 
be solved by cold war propaganda or 
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~~ SIGNIFICANCE OF THE SPECIAL EMERGENCY SESSION " 
.. OF THE GENERAL ASSEMBLY : 


by the use of force, but by peaceful 
means, by negotiation, and by making 
use of all means at the disposal of © 
the United Nations. 

The solution agreed upon reflects 
the general feeling expressed in the 
General Assembly’s debate. The Arab 
résolution corresponds to the urgency 
of the situation, as it provides for the 
withdrawal of foreign troops from the 
Middle East, and this is the first es- 
sential step that must be taken for the 
elimination of the direct causes of the 
crisis. 

The resolution of the ten Arab 
countries not only symbolizes Arab 
solidarity; it also provides a basis for 
a more comprehensive solution, in ac- 
cordance with the principles of the 
Arab League, i. e., non-interference, 
equality, mutual respect of one anot- 
her’s sovereignty and integrity, etc. 
Now, the efforts of the Secretary Ge- 
neral to make practical arrangements 
which would contribute in an apro- 
priate way to the implementation of 
the Charter aims and principles in Le- 
banon and Jordan, and bring about 


an urgent withdrawal of foreign troops 
from their territory, are a proof that 
the United Nations has affirmed itself 
as a powerful factor in solving inter- 
national disputes. As far as these 
practical arrangements, i. e., the set- 
ting up of adequate United Nations 
organs, are concerned, it must be un- 
derstood that such organs cannot in- 
terfere in the internal affairs of any 
state. The stationing of United Na- 
tions organs in the Middle East will 
speed up the withdrawal of Anglo- 
American forces and so facilitate pa- 
cification ,as well as make it possible 
to start political solving of other 
problems in that region. 

The significance of the resolution 
_ will not end with the completion of 
this short-term, temporary task of 
bringing about a withdrawal of the 
intervention forces and of preventing 
new complications. The resolution is 
of far greater importance for, as soon 
as this primary aim is realized, other, 
long-term tasks are to be approached, 
such as the economic development of 
the Middle East and the regulation of 
relations between the Arab countries 
on the principles of coexistence. The 
important thing is that the resolution 
should prepare the ground for a finan- 
cial union of the Arab countries, 
which would speed up the economic 
emancipation of the whole region. 
And this would stabilize conditions 
and strengthen the basis of an inde- 
pendent Arab policy. 

We should like to add that the sol- 
ving of the problems of the Middle 
East would be made much easier if 
the outside factors, primarily the 
Great Powers, were to realise that it 
is illusory to oppose the progressive 
Arab movement from historically out- 
moded positions. 

The causes of crisis in the Middle 
East should not be sought for in the 
Arab anti-colonial and liberation mo- 
vement, or in indirect aggression, but 
in interference from abroad, from the 
Great Powers, which are continuing to 
pursue — by armed interventions — a 
wrong and unsuccessful policy, now 
when they ought to accept the new 
situation and try to understand the 
new movements. The attempts of these 
powers to ensure their interests by 
such a policy are doomed to failure. 

It is illusory to insist on_,legiti- 
mate” interests in that area. It must 
be understood that material interests 
can be insured only by equal and free 
talks, and not at all by pressure and 
coercion, 
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earlier plans for the solving of the 
Middle Eastern problem was that they 
took no account of the changes in that 
area and ingnored the Arab countries. 

The course of developments in the 
Middle East and the negative policy 
of the countries have long indicated 
the need for a different approach to 
Middle Eastern problems. But in spite 
of this the old, obsolete policy was 
continued. 


The fact that American troops 
landed in Lebanon at a time when the 
United Nations observers had already 
established that the sovereignty and 
integrity of that country were not 
threatened by any interference from 
abroad, and when conditions had been 
created for the solving of the internal 
Lebanese crisis in harmony with the 
wishes of the Lebanese people, shows 
that the real reason for the inter- 
vention was to be found outside Le- 
banon. This was confirmed by the 
landing of. British troops in Jordan. The 
threat of extension of the intervention 
was, however, checked by the speedy 
and decisive reaction of the forces of 
peace in the world, and by the rapid 
consolidation of the situation in Iraq, 
which disarmed those elements who 
are always ready to ask foreign troops 
to protect them from their own people. 

In Yugoslavia’s opinion, the que- 
stion of indirect aggression was not 
raised by any especially interested 
country, nor was it in accordance with 
either the United Nations Charter or 
the needs of collective security. It 
was forgotten that large popular mo- 
vements, like the Arab movement, 
cannot be incited or checked from 
abroad. 


The slogan of the struggle against 
alleged indirect aggression was used 
as a pretext to justify foreign inter- 
vention, and to conceal interference 
in other people’s affairs. 

The special emergency meeting of 
the General Assembly did not approve 
the action of the interventionists. 
What was of the greatest importance 
was to surmount the crisis and to 
insist on the urgent withdrawal of 
foreign troops as a precondition for 
pacification. The General Assembly’s 
resolution calls for the withdrawal of 
foreign troops, and this was the chief 
and most urgent task of the emergency 
meeting. In this respect the meeting 
was a success, and this success is all 
the more important because it came 
as a result of the initiative of the 
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and other countries. It was not 
cidental that other proposed resolu-- 
tions failed to provide the basis’ for a 


compromise. 

As the Yugoslav Government hea 
stated, a lasting solution of the Mid- 
dle Eastern problems cannot be achie- 
ved without the cooperation of the 
peoples of that area, or without close 
United Nations support for all efforts 
that may be made in this direction. 
Tle United Nations has played a very 
significant role in stabilizing the si- 
tuation in that part of the world. It 
has carried out a number of successful 
actions there, and that has enormously 
increased its authority and prestige in 
the area. 

We must mention that the Yugo- 
slav Government, in its statement of 
July 19, expressed the opinion that it 
was essential to call a special meeting 
of the United Nations General Assem-— 
bly ,which alone was competent to 
consider a dispute such as that which — 
had arisen in Lebanon. 


The favourable outcome of the spe- 
cial emergency meeting of the Gene- 
ral Assembly later proved the cor- 
rectness of the attitude taken by the 
Yugoslav Government as soon as the 
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crisis broke out, i. e., that it was ne- — 
cessary to convene the General As- 
sembly in an emergency session. 


Although the Yugoslay Government 
advocated — from the very beginning 
— the engagement of the United Na- 
tions in the solving of the crisis, it 
was not against other forms of initia- 
tive which were constructive in cha- 
racter, and which could have helped 
to solve the crisis. 


Observers are all aware of the fact 
that throughout the crisis the Yugoslav 
Government was engaged in lively di- 
plomatic activity, endeavouring, by 
the exchange of opinions — primarily: 
through President Tito’s 


dence — with the Governments of a 


cotrespon- 


number of countries, to make its con- 
tribution to a speedy improvement of 
the situation in the Middle East. 


This activity of the Yugoslav Go- 
vernment, as well as the activity of 
the Yugoslav delegation, led by the 


ent has, for a long 
lling attention to the real 


to _silf-determination, inde- 
> and freedom to adopt wha- 


essential preconditions for the cre- 
1 of a favourable atmosphere and 
for the constructive solution of Middle 
fern problems is to put an end to 
terference by foreign powers in the 
domestic affairs of the peoples of that 


these problems from the viewpoint of 
‘blo interests or bloc strategy. This is 
essential because the aspirations of the 

tab peoples, which are progressive, 
"regarding both internal development 
and international relations, represent 


an important factor, not only in the 


“strengthening of the independence of 
the Middle Eastern states, but also in 
the securing of general peace, which 
“can be consolidated only on the basis 
of peaceful cooperation between in- 
: dependent and equal members of the 
international community. 


New Current Account 


THE REVIEW OF INTERNATIONAL 
_ AFFAIRS“ HAS GOT A NEW CURRENT 


ACCOUNT AT THE COMMUNAL 
BANK, IT WILL READ IN FUTURE: 
101-14 
31806/123 


and to prevent any discussion of - 
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mark and Yugoslavia, thanks to their realistic policy, have succeeded in finding — 


enough points of contact to raise their relations to a high level which in itself, is a 
important contribution to favourable developments in the world, This fortunate example, 
so needed in thes times of ideological intolerance, eloquently confirms the usefuln 
of the already affirmed principles of peaceful . coexistence. When two countries 
differing social political positions start building up good relations, not on what se 


rates them, but on what draws them together, they cannot but embark upon a r id 
which leads to mutual trust, fruitful cooperation and democratization of larernatlenagaae 


relations in general. 


It seems that this conclusion is more instructive than all the other good things 


which the visit of the Danish Premier produced for the two countries and for the cause 
of peace in the broader area of Europe. Today, when the fate of peace and the future — 


of our civilization are dependent on this or that kind of balance between the two armed 


giants, when the policy of strength, mistrust, and hatred darkeus the world’s horizons, 


our generation, if it wishes to live, must seek a way out of its difficulties where it can 


really be found — in the policy of rapprochement, mutual confidence, cooperation and en 


respect of the essential interests of every individual country. 


There is enough space on our planet for a'l peoples and for all systems. There 
ere in the world sufficiently large sources of natural wealth and enough technical 
possibilities to achieve prosperity for al!. But under present conditions of division, 
super armaments, intimidation and the tendency to impose one’s own way of life on 
other people, peace and prosperity, on this slippery borderline between peace and 
war, cannot be insured in any other way but by persevering endeavours to replace fear 
in international relations by goodwill, and methods of pressure by methods of patient 
negotiations and the gradual removal of a'l obstructions. Only in this way, which 
stands for the right of every country to independence, national dignity and equality, 
shall we be able to break the chains of the nuclear threat and step into a new life, 
in which the results of human intellect will be used for the good of all. 


It is not at all accidental that this simple truth is grasped much more easily 
by smal countries than by the Great Powers.:In the past, recent and remote, small 
countries often taught the world how to fight and die for the great values of life, 
and today they are teaching it how to live in peace. 

In territory and number of soldiers both Denmark and Yugoslavia are small 
cauntries, But the spirit which permeates their strivings is the greatest and most 
noble thing achieved in present political practice. Unlike Yugoslavia, which has embar- 
ked upon a road of socialist development, Denmark is a member of a bloc organization, 
but, as shown by the development of the Danish-Yugoslav relations, and particularly 
by the tatks between Premier Hansen and the Yugoslav leaders, these differences in 
internal development and foreign political views do not prevent either of the countries 
from constantly expanding their field of cooperation. Conscious of their responsibility 
for the future and for peace, both countries find, in the sphere of international politics, 
too, wide opportunities for joint action in solving issues in dispute, by peaceful nego- 
tiations. 

This method of action, which is stressed in the communiqué on the Yugoslav- 
Danish talks, is today the only alternative to the chaotic piling up of war weapons 
and the use of force, which are threatening to destroy even the last chances of peace. 
The principles of peaceful coexistence, which constitute the foundation of Yugoslavia’s 
foreign paticy, accordingly, impress all peoples as the most realistic way to insure 
peace, independence and cooperation between all states and nations. 

The implementation of these principles has already produced good results in 
Yugoslavia’s relations with a number of European, Africal and Asian countries, and the 
present successful exchange of views and opinions with the Danish statesmen is just 
another eloquent proof of the necessity and correctness of such a policy. 
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Important Themes 


GENEVA CONFERENCE CG ‘OF ATOMIC EXPERTS 


HE SUCCESSFUL conclusion of the 
Geneva Conference of Atomic Ex- 
perts which, since July 1, had been con- 
sidering the possibilities of detecting vio- 
lations of a possible agreement on the sus- 


pension of nuclear tests, was an important © 


event, the consequence of which may be 
very varied and of a far-reaching nature. 
The very fact that the communique on 
the conclusion of the Conference was im- 
mediately followed by an announcement 
from the White House that the United 
States Government was ready to suspend 
nuclear experiments from October 1 and 
start talks on the matter, showed that the 
tesults of the Conference of Atomic Ex- 
perts, though they are not binding on 
any government, provide a powerful in- 
centive to those forces which are seeking 
the general ban of nuclear weapons. Awa- 
te of the danger to which mankind is 
exposed by tests of nuclear weapons and 
by the actual existence of such weapons, 
these forces are striving for a broad in- 
ternational agreement which, together 
with other factors, would make it possible 
to stabilise the international situation, se- 
cure peace, and establish constructive in- 
ternational cooperation in the world of 
today. 

Another matter which is of special 
significance is the fact — as revealed by 
the communiqué — that the atomic ex- 
perts did not stop at general conclusions. 
After enumerating methods which could 
be used in detecting nuclear blasts — col- 
lection of radioactive substances, seizmo- 
logical recordings, measurements of acou- 
stic and hydroacoustic waves, radio  sig- 
nals, and inspection of non-identified 
factors whicl may be supposed to have 
been caused by nuclear tests — the mem- 
bers ofthe Conference went further and, 
passed recommendations which dispelled 
all doubts that might have existed as to 
the possibility of such detection. They 
expressed themselves in favour of a con- 
trol system which, in their opinion, could 
effectively register all violations of any 
future agreements on the suspension of 
nuclear tests, no matter where they might 
take place. Emphasizing that the nature 
and organisation of such control should 
be decided upon by the concerned go- 
vernments themselves, the experts stated 
that control posts, equipped with the ne- 
cessary instruments for the registration of 
nuclear blasts, should be established on 
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continents ahd islands, as 
ships in various parts of the open sea. 

There is no doubt whatsoever that the 
debates on the problem of controlling nu- 
clear tests which took place in Geneva 
showed that the conclusions reached by 
those who participated in these debates 
reflected more or less the mass level of 
development of nuclear research in va- 
rious parts of the world, although all work 
in this field had been kept secret. The 
basis of a possible agreement may be a 
disputable matter, but there is one thing 
which cannot be disputed — the una- 
nimity of views expressed by the atomic 
experts whose work at the Conference in 
Geneva will constitute one of the brighter 
moments in the history which future ge- 
nerations will write about the struggle 
for the banning of nuclear weapons, for 
the protection of man from the lethal 
effects of his own inventions. We can 
surely speak now about the balance of 
power established in the atomic field by 
the Great Powers — the United States 
and the Soviet Union in the first place. 
And this may provide the basis of a ge- 
neral agreement which might be conclu- 
ded in this field. 

Whether we are now any closer to 
such an agreement will be shown by fu- 
ture events. The 13th regular session of 
the United Nations General Assembly is 
to begin in a few days’ time, when de- 
bates will again start on disarmament, on 
the banning of nuclear weapons, on the 
consequences of nuclear tests and other 
related problems. The results of the Ge 
neva Conference will have to be taken 
into account in these debates, for, as 
the United Nations Secretary General, 
Dag Hamarskjold, said in a message to 
the participants in this Conference, ,It 
is for the competent governments and for 
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the United Nations to take advantage of 
the work you have done.“ 


vernment to 
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The March decision of the Soviet Go- 4 


suspend nuclear tests re- 


gardless of the attitude of the other side, — 
was an event of decisive importance in © 


the positive developments which, in spite 
of the Near Eastern crisis and other ma- 
nifestations of cold war, later took place 
in the atomic field. Some days ago, the 
United States Government announced its 
intention of taking the same course, and 
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this will certainly influence the attitude © 


of Britain and France. Atomic experts 
have definitely, established the fact that 
it is possible to control nuclear tests ef- 
fectively at the present stage of develop- 
ment of nuclear science and technology. 
On the other hand, it is well known that 
this problem of control has been the 
chief stumbling block in the negotiations 
for the banning of nuclear weapons, 
which the Great Powers began immedia- 
tely after the Second World War, i. e. 
18 years. Thus we are not able 


to say that a general agreement will be — 


signed soon as long as the competent 
Governments are at variance in this 
matter. 


The conclusions of the Geneva Confe- 
rence have created new prospects. The 
authoritative word of science has cleared 
up a disputable point. Now, it depends 
upon the leading atomic powers whether 
humanity will enter an era of peaceful 
development and of the great opportu- 
nities offered by the peaceful application 
of atomic energy. An agreement on an 
international system of control of nuclear 
tests would open a new phase, not only 
in relations between the Great Powers, 
but also in the general development of 
international relations. 
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ANCE, which also is the author of modern consti- 
history in Europe also passed through several 
titi systems. From the Constitution of the Ciron- 
in 1781 and the Declaration on Human and Citizen 
ts in 1789 to the Constitution of the Fourth Republic, 
went through all stages of the bourgeois constitutional 
m: from a constitution of a moderate monarchy and 
acy under Napoleon, to the republican and parliamen- 
democratic constitution including also the never-applied 
stitution of the plebeian republic of the Montagnards in 
as well as the first draft constitution of the - socialist 
blic during the Paris Commune. 

_ This constitutional instability reflected the political 
and socio-economic processes by which the power of the bour- 
sie- was created on capitalist soil as a new economic 
em during almost a century, which gradually eliminated 
he sinewy remains of feudalism. The victory of the liberal 
urgeoisie, the political consciousness and development of 
workers class is to be thanked that France experienced 
stable constitutional system from the turn of the ni- 
metenth century to Petain’s capitulation before Hitler. This 
constitution, rather a compound of three so-called organic 
aws on the highest institutions of authority than a consti- 
ion in the real sense of the word, was brought by with one 
vot of the republican majority over the monarchists and 
asted from 1875 to 1940. The Constitution of the Third 
Republic conceived as a fundamental task of the constitutional 
monarchy, is and concise, and rather a technical document 
on the creation functioning of the legislative and executive 
‘authority, provided a legal basis for the establishment and 
“development of the lay, bourgeois radical democratic republic. 
“In spite of the attempts of the reactionary officers group 
of Boulanger and the subsequent rightist and fascist plot 
of the Cagoulards to abolish this constitution, it remained 
_the most stable and lasting. constitutional document in the 
_agitated history of the talented and meritorious French people 
which -enriched the constitional theory and practice by a 
“series of significant institutions and ideas. 


The Constitution of the Third Republic was abolished 
jm an unworthy manner, enabling its liquidation by the ca- 
pitulating reactionary forces gathered around Petain which 
had long since been preparing their revenge against parlia- 
“mentarism, democracy, the Republic and in fact the human 
freedoms and the right of the peoples to self-government. 
It is true that the constitution of the Third Republic also had 
many limitations and shorcomings from the standpoint of a 
genuine democracy and the interests of a more real peoples 
tule. It corresponded to a historical period of French socio- 
economic development and its and also marked the termination 
of this period. 

A new political phase in France was inaugurated by the 
‘liberation of the country after World War II. The French 
progressive forces which were united a short time after the 
‘liberation, intended to inaugurate a new phase in the poli- 
tical life of the country and legitimize this period by the 
enactment of a constitution which will correspond to a pro- 
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gressive democratic republic and which will eliminate the — 
conservative and even monarchist remnants of the constitu- — 
tion of the Third Republic. This constitution did not ¢ 
majority at the referendum, however, although adopted b 
the Constituent assembly in 1940. Another version was adop- 


. 5) 


ted in 1946 instead, which was named the Constitution of — 


the Fourth Republic. 2 


The Constitution of the Fourth Republic represented a 
compromise between the tendencies of the communists, S0- 
cialists and other progressive movements who wished to 
assure the government of the people by the people, by means 
of a decisive political role of the national assembly at least 
as the directly elected representative body and the tendencies 
of the centre and the right that the French political system 
should remain within the framework of the traditional me- 
chanism of rule of the French republic. This compromise con- 
stitution was actually devoid of genuine advocates and spon- 
sors, and the political forces which would implement and elabo- 
rate it. Some progressive provisions of this Constitution (on 


“the change of the unitarian and centralist French Union and 


on local self-government) were never implemented in practice, 
while the parliamentary mechanism became the prey of the 
political calculations and combinations of the ruling parties 


-which was outwardly manifested inter alia in the continous 


parliamentary instability and government crises. 


The constitutional mechanism of the Fourth Republic was 
complicated still further by the new problems and pheno- 
mena which characterize the socio-economic and political life 
of France since World War II to date. The vigorous develop- 
ment of the USA and the USSR, the change of the political 
map of Europe, Asia and Africa, the upsurge of liberation 
movements, began undermining the old colonial system which 
was at the time of the Third Republic a prime factor. of 
French economic and political stability. The workers class 
became an increasingly important economic, social and po- 
litical factor but its actual political expression in the govern- 
ment machine and political life bore the imprint both of the 
internal contradictions of French society and policy as well 
as the political division of the workers class and the situa- 
tion in the international labour movement in general during 
the past ten years. The former political mainstay of the 
bourgeois democratic republic — the Radical Socialist Party 
gradually disappeared in its own political disintegration, es- 
pecially in the process of disintegration of the former liberal 
and radical bourgeoisie. This all led to a socio-economic 
and political ,,crystallisation” of the country, notwithstand- 
ing the actual economic and technical progress made by the 
enterprising Frenchmen and the unflagging endeavours of 
the broad masses to acquire a progressive, creative and 
dignified internal and international policy. In this way _,,of- 
ficial policy“ was isolated from the genuine relationships and 
aspirations of the people, and no strong democratic and pro- 
gressive formation appeared which would put forward and 
implement the new democratic policy which would correspond 
not only to the defence of the republic and its change to- 
wards a more genuine democratic government but. also 
the true national interests of the country. Apart from 
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the resurgent reactionary elements, new movements appeared 
which enlisted various macontents backed by the supporters 
of strong arm policy“ and the revival of the old French 
might whose fascist ideology become increasingly obvious. 
This resulted at the same time in a relative rift between the 
official political authority and the army, which began assuming 
the leadership of it own movement thus depriving the legal 
and traditional system of the French bourgeois republic of one 
of its mainstays. 

Under the circumstances, the legal, political and consti- 
tutional order of the Fourth Republic began tottering during 
the past few years, becoming an instrument of the political 
forces which were losing ground in the political balance of po- 
wer and which sought a solution of the problem in a smug 
conservative policy. These forces were unable to grasp the 
problems in a changing world, being lost in a welter of un- 
certainty, deliberate blindness and play with force where it no 
longer existent. Hence the first attempt to apply force by those 
who wielded it only partially marked the end of the Fourth 
Republic. 

De Gaulle’s advent really marked the end of the Fourth 
Republic and its constitution is a historical document which 
is only formally effective. The social and political forces which 
support De Gaulle, are attempting to find a mew mecha- 
nism of rule which they wish to sanction also by a new con- 
stitution. 


I. 


The new draft constitution has been drawn up and pu- 
blished, although it is still not definite. The new fundamen- 
tal law is brief and consists of only 77 concise articles. It dif- 
fers from the classical French constitutions and even the 1946 
constitution because it is primarily of an organic, and not of 
a principled and declarative character. In a certain sense it 
is what the French call an organic law: a law dedicated to 
the status, rights and relations of the highest organs of 
authority of the country. Apart from several brief and decla- 
tative provisions on loyalty to the Declaration on human and 
Citizen Rights of 1789 and 1946, the principle of the sove- 
teignty of the people and the supremacy of ratified interna- 
tional treaties over national law, the entire constitution is de- 
dicated to the solution of two problems which dominate in 
contemporary French political life. The first refers, according 
to official terminology ,to the political system and presence 
of the state“ and the second refers to the framework and 
structure of the relations between France and its so-called 
overseas territories, namely Algeria and equatorial Africa, and 
in a certain sense Tunisia and Morocco. 

The greater part of the -constitution is devoted to the 
solution of the first problem. This solution consists in the 
farreaching changes of the previous highest political institu- 
tions, and especially the relations between the executive 
authority and parliament. In point of fact, a vital characte- 
ristic of the new constitution consists in the abolishment of 
the traditional parliamentary system and the introduction of 
a special organization of authority which is neither presiden- 
tial or governmental, least of all parliamentary. The essential 
feature of this system consists in the decisive constitutional 
and political status of the President of the Republic, the cur- 
tailment of the traditional prerogatives of the parliament as a 
legislative body, while retaining certain vestiges of govern- 
ment responsibility before parliament. The institution of the 
President of the Republic was retained as in the traditional 
French republican regime, but acquired greater authority espe- 
cially greater powers that the President of the USA himself. 

A two house parliament was also retained as in the 
traditional system but its status is essentially different than 
that of the assembly and senate during the Third and Fourth 
republics. In this sense, parliament is retrogressing, to a pe- 
tiod of imperial and monarchist constitutions. A government 
was likewise retained jas in the traditional republican system, 
but this is no longer a government as the exponent of execu- 
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ae authority but rather pin 


alias 


public, The principle of political 2Spo 
ment before the parliament has also been ; 
authority of the government which no longer ¢ 
parliament is only reduced to a single procedure, considerabl 
complicated and specific, of giving consent to certain , politi- 
cal decisions and laws proposed by the government. In this 
way, parliament is deprived of its classical instrument of in- 
fluence and control of the government which is known under 
the term of ,confidence“. This instrument, even the very 
term for it, disappeared from the French constitution. 


Based on such a conception of the organization of su- 
preme authority which is not ideologically new, as it has 
been formulated in a series of past and present constitution, 
and specially the constitutions brought in the individual 
countries of central and eastern Europe from 1930 to the 
victory of fascism, the French constitution primarily and most 
clearly deals with the problem of the position of executive 
authority and primarily the President of the Republic as its 
exponent. The President of the Republic is not only the chief 
of state and supreme commander of the armed forces. By his 
general status, the President rose to the rank of the supreme 
and only political and constitutional arbiter, and even cham- 
pion and guardian of France as a nation and state. ,,The 
President of the Republic“, it is stated in Art. 3 of the Draft 
— sees to it that the Constitution is respected, and assures 
by his arbitration the correct functioning of public authority — 
and the continuity of state; he is the guarantor of national 
independence, territorial integrity, the respect of contracts and 
federal agreements. ,,Consequently, the President is invested — 
with a series of genuine and decisive powers. He is the real 
head of government, not only to a greater degree than the 
British Prime Minister but also more decisively that the US~ 
President himself. He presides over the government sessions, 
nominates the prime minister, and appoints and discharges 
the individual ministers at his proposals. He signs Decrees 
and ordnances, appoints all the higher important civilian 
and army officials, gives amnesties, holds international ne-_ 
gotiations and ratifies international agreements. He is com- 
pletely independent in his relations with parliament and ge- 
nerally freed of all responsibility for the discharge of his 
functions, apart from being accountable to a specially fore-— 
seen supreme court of justice for the act of grand treason. 
(This court is also competent in case of treason or plots on 
the part of the ministers). It ensues therefrom that the Presi- 
dent is not elected by the parliament or people. He is elected 
by a special electoral body which consists of both houses 
of parliament and the members of the council of the indivi- 
dual ,departments“ and assemblies of overseas territories, 
as well as certain delegates of the municipal councils nomi- 
nated. The President communicates with parliament by 
means of messages which may be subject to debate. He may 
at any time ,after consulting the prime ministers and spea- 
kers of both houses of parliaments ,,dissolve the first house, 
namely the national assembly to which the government is 
»tesponsible“. Apart from this, legislative proposals are made 
by the government which is invested with special powers du- 
ring the respective debate in parliament. The President pro- 
mulgates laws. But this is not only a declarative act. He 
may ask for a compulsory debate in parliament on a law 
brought or its individual articles. He may ,upon the pro- 
posal of the government or both houses “put a given legi- 
slative project to referendum (Art. 9 of the draft). The Pre- 
sident is authorised to ask a new political legal body, the 
so called ,,Constitutional Council“ to assess the constitutio- 
nality of a law brought by parliament. Last, the greatest po- 
wer of the president of the republic is formulated as follows: 
»lf the institutions of the republic, national independence, 
territorial integrity of the fulfillment of international obliga- 
tions are directly or seriously threatened, the President of 
the Republic undertakes the measures required by the emer- 
gency after hearing the prime minister and house speakers. 


would ett sates nee even if iia 
t transfer of power to the President. In any 
F nay assume all powers al parliament bie 


visic of a 14 of the draft that EPadia te will con- 
when the circumstances saeco lrrespectively howe- 


4 The role one significance of the President of the Re- 
blic are enhanced still further with regard to the consti- 
ional provisions on the government and especially parlia- 


vernment in the broader sense of the word, headed by the 
esident of the republic ,,determines and pursues the policy 
of the nation and disposes with the administration and armed 
tees". The prime minister is the supreme minister, but the 


government is the highest organ of administration, but not 


as a political factor. The prime minister is rather the assi- 
stant of the President of the Republic for the direct mana- 
ment of government affairs. The prime minister is con- 


‘ger 
cerned with the fulfilment of the law and decrees and brings 


the regulations falling within the scope of government com- 


_petence. In some matters he may also deputize for the Pre- 
‘sident of the Republic. The status of the other ministers is 
also fairly vague. But it is understandable that they are pri- 
‘marily the highest officials and chiefs of administration, as 


' the government is neither the English Cabinet nor the exe- 
cutive organ of authority of the parliamentary type. This is 


: 


- 


__ confirmed by the principle that ministers cannot also be mem- 


bers of parliament at the same time. 


Parliament consists of the National Assembly and the 
senate. On the whole the composition and status of both 
houses correspond more to the constitution of the Third 
> than of the Fourth Republic. The Senate retained some cha- 
racteristics of the Republican Council from the 1946 Con- 
stitution especially with regard to the final bringing of laws 
in case of dispute between the houses and the implemen- 
tation of the remaining political responsibilities of the go- 


vernment. The National Assembly has a decisive role. 


Apart from the reduction and loss of its political and 
controling function ,the legislative powers of parliament have 
also been curtailed tp no little extent. Only laws on public 
authority, civil laws, the criminal and civil code, and the 
principles of higher education and labour fall within par- 
liamentary jurisdiction. Parliament also brings the budget, 
but the budget law is not in its exclusive competence. If 
delaying too much in the bringing of the budget, the par- 
liament is deprived of this right, and the budget is brought 


_ by government decree. 


- The powers of the government and President of the Re- 


“public are also broadened by the fact that all other matters 


except those mentioned can also be settled by decrees. The 
right of parliament to bring amendments is also limited, as 
the government may ask that exclusively its own amend- 
ments be put to vote. The political responsibility of the go- 
vernment is reduced to the fact that the prime minister may 
ask the approval of parliament for the programme or poli- 
tical declaration of the government. If there are no pro- 
posals for consorship votes it is considered that the Prime 
Ministers proposal has been accepted. In the same way, the 
parliament may also propose a vote of »censure”, which 
may be submitted only by one tenth of the deputies, and 
only votes in favour of the proposal are counted. A motion 
of ,censure“ is accepted only if it receives absolute majority 
in parliament. The vote of censure accepted automatically 


the overseas tathitories ‘may be eae also. j in il 
te. The Constitutional Council is not a constitutional 3 
but a legal — political body which is competent to control 
the most important elections and declare itself on the con- 
stitutionality of the laws. This Council to a certain extent 
supplements the specific mechanism of the presidential system 
and should maintain the constitutional equilibrium between 
the President of the Republic, the government and parlia- 
ment. : 


The crucial problem of the political system of the for- 
mer French Union has not been settled by the new draft 
Constitution. The complexity and relative political immatu- 
rity of this problem required a large degree of caution. Hence 
the constitution only lays down the basis and framework for 
its solution and in a fairly vague and even Sybilline man- 
ner. The possibility was given to the previous overseas ter- 
ritories to remain what they were under the 1946 constitu- 
tion, to become French administrative departments, or to 
enter in a kind of federal relationship. The possibilities of 
creating a ,community of free peoples“ between the fede- 
tation and independent states (of a confederate or common- 
wealth type) has also been foreseen. The formation and po-— 
litical structure of the federation and confederation have 
been left to the future agreements. The constitution only 
provides that the President of the Republic should also re- 
main the President of the Federation and that the compo- 
sition and status of other organs of the Federation (execu- 
tive, representative and judiciary) will be defined by spe- 
cial laws. In the same way the constitution provides that 
the rights of the federation should cover foreign policy, eco- 
nomic and financial common policy ,the exploitation of stra- 
tegic raw materials, the control justice and higher education. 

The new French draft constitution will be submitted to 
a national referendum on September 28, 1958. The modali- 
ties of this referendum have still not been defined precisely, 
this being particularly important for the effects of the non- 
acceptance of the constitution in the overseas territories, 
including Algeria. Needless to say, this may have a certain 
decisive importance also for the fate of the constitution itself 
on French territory..The result of the referendum cannot be 
foreseen today ,although it is certain that the struggle for 
its acceptance or rejection will be fierce and vigorous, as 
it is both the creation of a new constitutional machinery and 
the turning of a fresh political page in French history that 
is involved. The constitutional mechanism foreseen for the 
regulator of the system of authority and the structure of 
relations between France and the peoples with which she is 
maintaining various international, political and administrative 
ties, marks the more or less complete abandonment of a se- 
ries of vested and classical principles and institutions of the 
French bourgeois republic, and is also pregnant with  nu- 
merous difficulties, uncertainties and dangers, Directly con- 
templated the Constitution bears the imprint not only of the 
conception, but also the conceived role of one man — Ge- 
neral De Gaulle. Consequently, it is rather the instrument 
of authority which should assure that even year rule of a 
man seeking confidence to resolve the crisis of what is com- 
monly referred to as the ,,French System and Order” in the 
broadest sense of the word. This crisis is a result of a series 
of deep contradictions and difficulties, however, which can- 
not be resolved by a constitution. Unfortunately the new 
French Constitution which will be submitted to a referendum 
at the end of September is concealing and ignoring this, and 
to no little extent. Apart from this, such movements and po- 
forces are sought for the implementation of the new 
adopt the ideology and pro- 


litical 
constitutional system which will 


if 


gramme underlying the draft constitution. Judging by the 
Constitution itself, this ideology and programme are radi- 
cally abandoning those conceptions of political demo- 
cracy and the republic which inspired the French people in 
the past to the performance of lofty, bold, and creative 
deeds. The number of votes ,for“ and ,,against“ the referen- 
dum will depend on the attitude of the majority of French 
citizens towards this critical and fateful political dilemma. 
However the referendum and even the eventual adoption of 
the new Constitution itself will represent only the beginning 
of the solution of numerous economic, political and other 


problems. The whole world, and not only France, have only 


to gain if this great country acquires a stable, independent, 
progressive, creative and active policy and political naar 
unselfish, and creative national forces will take part di- 
rectly. That it is possible to bring about a new and better 
political organization of France can also be seen from the 
fact that the new constitution itself, has at last declaratively 
stressed that ,liberté, egalité, fraternité“, remain the slogan 


of France, and that its guiding principle is government of — 


the people, for the people and by people“ (gouvernment du 
peuple, pour le peuple et par le peuple“ Art. 1). 


LIBERATION OR CONSTRUCTIVE ORGANIZATION 


THE PROBLEM OF EUROPEAN ECONOMIC ,,UNIFICATION“ 


By T. BALOGH 


i; 

(1) In the period 194450 one of the most acute 
disagreements among British economists was on the 
question of ‘regioaal blocs’. The traditional ’free(r) tra- 
de’ view was that the discriminating policies which such 
organisation implied — either monetary or commercial 
— were contrary to the national interest, since they re- 
duced productivity. As against this a few authors, in- 
cluding Sir Hubert Henderson and muself pointed out 
that the need for large-scale readjustment would be im 
peded by the restoration of free markets, and, in addi- 
tion, that the dynamism of the U. S. economy was li- 
kely to recreate periodically the need for such large- 
scale adjustment. Only a large regional bloc comprising 
at least the Sterling Area and possibly Western Europe 
and its dependencies would offer a chance of creating 
the conditions for large productive units to arise spon- 
taneously which would be capable of meeting U: S. com- 
petition on equal terms. I still hold the view that the 
emergence of such a regional economic bloc is essential 
if Europe is to meet the threat implied in the rise of the 
two giant continental economic systems. 

(2) After the 1947 crisis the U. S. A. ceased to 
press for the implementation of the universalist solution 
embodied in the Bretton Woods Agreements. Veering to 
the other extreme it promoted and granted aid under the 
aegis of O. E. E. C. for a discriminatory common plan- 
ning of Western European investment. As production 
was still at a low ebb such a co-ordination of invest- 
ment could have been made effective without actually 
bankrupting existing firms. Britain was then in a domi- 
nant position in Western Europe such as she had not 
enjoyed since the late 1880's. She would therefore have 
been the main spontaneous beneficiary of the creation 
of such a bloc. It would, of course, have been morally 
and politically imperative to channel investment towards 
the poorer members of the new unit. Nevertheless there 
can be little doubt that if Britain had acted at that time, 
she could hardly have failed to strengthen both her re- 
lative and absolute position. 

(3) This conception foundered on the determination 
of the Treasury and the Bank of England to return 
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towards the ‘normality’ of the free price mechanism by 
as rapid a decontrol as possible. The O. E. E. C. mecha- 
nism was never used to plan for Europe just as the 
Sterling Area was not organically developed. The con- 
sequence was a series of post-economic and balance of 
payments crises. This in turn enfcrced — as all direct 
controls were disappearing — an increasing reliance 
upon dear money and the credit squeeze to buttress the 
short-run position of the pound. But, as an expansion of 
investment and an acceleration of the increase of pro- 
ductivity is the sole way of restoring balance without 
having to sacrifice economic progress, this policy in 
the longer run is suicidal. 


(4) Having resisted common European and Com- 
monwealth planning at a time when Britain was eco- 
nomically dominant in Europe it is now proposed to join 
a Western European economic bloc on the basis of free 
trade. In this paper I shall confine myself to showing: 


(a) that the rapid development of Germany has created 
a problem for the Western European area superficially 
similar to, but basically more dangerous than, the dol- 
lar problem, i. e. the impact of a higher dynamism 
within a region on the rest of the system. In so far 
as the German economy is similar to ours and does 
not create special problems for primary producers, its 
impact on us is much greater and will manifest itself 
in a steady pressure on our terms and balance of trade. 


(b) that our bargaining power in this matter is not as 
weak as has been suggested by a misreading of rele- 
vant statistics; and that in our resistance to German 
economic hegemony we should have on our side the 
weaker and smaller countries in Europe. 


(c) that that bargaining power should be used, not indeed 
to prevent the formation of a European Bloc, but to 
secure its transformation into a positive organ of ex- 
pansionist planning. 

(d) that this implies, first the loosening of the European 
Payments Union, preferably by creating a common 
Central Bank; secondly the channelling of investment 
towards the areas of slower growth in order to achieve 
balance by expansion and not by deflation; 


(e) that the danger for Britain is of an imposed defla- 
tion — rather than of inflation, and the suggestion 


| be avoided by adop: opting a floating rate 
of exchange is mistaken; it would instead ruin Bri- 
ain’s capacity to remain the banker of the Sterling 
_ Area and largely vitiate the purported aim of the 
_ ’Free Trade Area’. 
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_ (5) The basic reason for the relative weakness of 
Britain was, and remains, the failure to invest.! The es- 
‘sential facts are simple: in most of the important coun- 
tries of the proposed free trade area, except Germany, 
gross investment is well below 20 per cent of the na- 
tional income, with net investment around 10 per cent. 
In Germany the ratio of gross investment to gross na- 
tional income was around 28 per cent and net invest- 
ment to net national income 15 per cent, almost twice 
-as high as the corresponding British figure for 1955 
Thus German investment in manufacturing industry in 
absolute terms rose above the British level from RM 
6. O b. in 1950 to RM 1o. O b. in 1955 as against 
L 500 m. to L 890 m., and investment in metal industry 
(which increased from 32 per cent of the total in 1950 
to 56 per cent m i955, while ours rose only from 
_ 36 to 42 per cent) increased far above it. Germany 
overhauled Britain in the output of steel, cement, bricks, 
motor-cars, machine tools and other vital products. Mo- 
_ reover, German productivity in the past three years has 
been increasing at the rate of over 6 per cent and this 
increase has not radically slackened yet. It perm‘tted 
an increase in German money wages of roughly 4 per 
cent without a perceptible increase in German living 
costs (4 per cent since 1954); thus German real wages 
rose at nearly the same rate. In contrast to this, British 
money wages rose 6 per cent in the same period, a large 
part of it being wiped out by a rise in prices which 
amounted to over 10 per cent. 

It is not surprising, therefore that Britain’s relative 
competitive power declined; German exports rose from 
$ 2.0 billion in 1950 to $ 6.5 billion in 1955 while 
British expanded only from $ 6.3 billion to $ 8.5  bil- 
lion. The discrepancy in the expansion in the field of 
durable consumer goods was even more marked: Ger- 
man exports in the last two years increased by 50 per 
cent; ours remain practically unchanged. German mone- 
tary reserves — which were practically non-existent even 
as late as 1950 — at almost $ 4 billion are now the se- 
cond largest in the non-Soviet world and more than 50 
per cent above ours. This tremendous hoard was ac- 
cumulated despite the millions paid out by Germany in 
reparations, reparation of claims and assets, foreign loan: 
and premature repayment of debt. 

The problem raised by the more rapid growth of the 
German economy cannot be met, of course, simply by 
maintaining or increasing our own protectionism. It is, 
like the problem of American on the larger canvas of 
the whole non-Soviet orbit, a cumulative problem which 
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-1 | have analysed this problem elsewhere (Review of Eco- 
nomics and Statistics, 1957). The same, of course, ap- 
plies even more forcefully to poorer areas, e. &. Italy, 
Greece, Turkey. Yugoslavia, with its Socialist structure. 
could face the problems more. confidently but she will 
also have to rely on foreign help to increase her invest- 
ment rate sufficiently. 

2 Norway, Finland, Austria and Switzerland achieved about 
the same ration of investment as Germany. 
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‘cannot be met by once-for-all measures. Unless the basic 


British situation is remedied there can be no hope of 
being able to maintain an increase in the British stan- 
dard of life commensurate with the expectations which 


have been raised. The problem which has to be discus- — 


sed in this context is whether the establishment of 2 
free trade area’ will or will not increase the difficulties, 
which are in any case very great, in the way of a rapid 
acceleration of British investment. To that problem we 
shall now turn. 


(6) The whole of our post-war history has been do- 
minated by our balance of payments problem. Despite 
assertions to the contrary, every wave of liberalisation 
has been followed ky a severe balance of payments crisis 
which entailed severe retrenchment. Retrenchment and 
deflation, unfortunately, can hardly fail to depress in- 
vestment, and thus it could be argued that liberalisation 
has mot merely eased our basic problems but it has 
made them insoluble since it prevented attempts at trans- 
forming Britain from a low into a high investment coun- 
try. So long as this remains unchanged it is inconceivable 
for Britain to hold her own either in Europe or in third 
markets with the increasing competitive power of Ger- 
many. 


i. The establishment of a Free Trade Area would 
tend to increase our imports. No doubt, the liberalisa- 
tion will also stimulate our exports. But Britain is a re- 
latively high tariff area and it is by no means certain 
that the relaxation of tariffs all round would stimulate 
our exports as much as it would stimulate imports. A 
similar (though not identical) problem is that the free- 
itg of European non-agricultural trade from tariffs is 
lkely to increase the swings in the balance of payments. 
Any increase in the swing however, would, with the 
gold reserves as low as they are, entail a harsher reac- 
tion at home than would be needed with a smaller rela- 
tive volume of trade. 


ii. A relaxation of all control over imports. from 
the Free Trade Area would in the end necessarily entail 
a relaxation of discrimination against dollar countries. 
Dollar imports in the most important countries of the 
prospective Free Trade Area are already largely decon- 
trolled and, if for no other reason, than the difficulty 
in coping with re-exports, this would entail a progres- 
sive adaptation of our liberalisation to that of the least 
restrictive important foreign country in the Free Trade 
Area: Otherwise, «he re-exportation by these countries 
into Britain of dollar supplies would represent the rever- 
se of our supplying dollar raw materials against sterling 
payments to the Continent. It will obviously weaken 
the situation of the bloc as a whole against the dollar 
and, unless E. P. U. is adjusted, weaken our position 
vis-a-vis the Free Tiade Area. 


iii. In this connection it should be noted that ac- 
cording to the continental plans the reimposition of im- 
port controls, even in accordance with G. A. T. T., will 
be prohibited. But even if they were not, it would be 
very difficult to impose them so as to ensure that mem- 
bers of the Commenwealth should not be treated worse 
than the members of the Free Trade Area, and at the 
same time that the Free Trade Area should not treat us 
worse than it treats any other member. If, in addition, 
the difficulties are taken into account which any dis- 
crimination in favour of these two groups will entail 
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in our relations with the United States and Canada, the 
conclusion is hardly escapable tha: the establishment 
of a Free Trade Area vill render the framing of a sen- 
sible commercial policy more difficult. 

iv. It should be noted that liberalisation all round 
has not always worked in our favour. While this should 
not come as a surprise to those who realise the impor- 
tance of a relative increase in productivity for the ba- 
lance of payments, it is a fact which has been studiously 
neglected. Exports to the Dollar Area have increased 
by more than a third since 1950, while the liberalisa- 
tion of imports into Europe has only had the result of 
increasing our exports by 15 per cent. Now there is no 
doubt that the German problem will present a very 
much harsher choice to Britain. If our balance of pay- 
ments cannot be influenced by any direct means we shall 
have to fall back on either a depreciation of sterling or 
an even sharper use of bank rate, or on increasing 
budgetary surpluses. 


v. I shall deal with fluctuating rates of exchange 
presently. In this context I merely wish to point out that 
an increase in interest rates has a devastating effect on 
the assets of the poorer Sterling Area members’ invest- 
ment at long term and will stimulate repatriation of their 
reserves at least as fast as the assets mature, i. e. sti- 
mulate an indefinite drain on sterling. This will react 
on the London monetary position and reinforce the de- 
mand for still higher rates of interest.% 


vi. Dear money, even if reinforced by direct credit 
control, has only limited effect on investment or even 
on stocks, so long as full employment is maintained. 
Its effect is counteracted by an appropriate shift in the 
distribution of income. At the same time, an atmosphere 
created by a continuous upward trend of interest rates 
is not one in which a rapid expansion of investment is 
probable. I feel, therefore, that a policy which excludes 
direct control of the balance of payments will under 
these conditions steadily force us into direct nationali- 
sation, since tax measures combined with a budget sur- 
plus, which would be an alternative, would also dis- 
courage investment unless they were to fall more heavily 
on the poorer classes. 


(7) It could be argued, of course, that even if these 
dangers were considerable the danger of remaining out- 
side the Free Trade Area would be much greater. 

Two points need to be made in this context: 


(a) Britain remains practically the only market for certain 
ligher value types of agricultural produce. In the lon- 
ger run, when German consumption, and her imports 
of these classes of goods, will increase, this bargain- 
ing power might weaken. But at the moment it is 
still strong. 

— 
It is further increased by the fact that the Eu- 
ropean export surplus to this country is used by Euro- 
pe to offset her large adverse balance of payments 


3. The blocking of the Egyptian sterling balances has al- 
ready weakened confidence in London as an internatio- 
nal banking centre, from which it will find it difficult 
to recover in any case. Any further inimical measure 
against creditors would be fatal. 


4 The importance of this factor was demonstrated in the 
1930's. Conversely, in the immediate post-war period 
this shortage of food, etc., increased the bargaining po- 
wer of the producers. 
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blem has been solved, so to say, on our 


fact that London reaped a trifling commission®> out 


of this steady drain of our economic strength does 


not detract from the importance of this service to the © 


continent. 

We could, therefore, hope to bargain very effec- 
tively with Europe when it comes to establishing a com- 
mon tariff against our exports to Europe. This, added 
to the consideration that the new tariff area is hardly 
likely to be a high tariff area, very much weakens the 
argument that our exclusion would be fatal. 

This does not mean that we should use our barga- 
ining power to wreck the scheme or to contract out 
at least cost to ourselves. It does mean that we can 
and should insist on a modification of the scheme 
which would render it less risky and more hopeful for 
a full development of European productivity and com- 
petitive power. 

(b) The second point concerns British relations with the 
Sterling Area. It is, to say the least, a curious fact that 
the very people who have always minimised the ad- 
vantage to Britain of the existence of the preferential 
treatment of our exports in the Sterling Area and in 

E. P. U. through the existence of discrimination against 


dollar exports in E. P. U. or against both dollar and — 


European exports in the Sterling Area, should suddenly 
see a deadly threat to our exports to Europe if prefer- 
ence is given to Germany or France by the rest by 
abolishing tariffs. 


Yet it is unklikely that the tariffs in the common 
market will be much higher than in its low-tariff com- 


ponents, i. e. Germany or Benelux. This would mean 


the institution of, say 20 per cent on the average by the’ 


rest of the area. The policy of liberalisation has meant 
the loss of a very much higher preference in the Ster- 
ling Area against Germany and the U. S. or against U. 
S. exports in the E. P. U. area. Yet advocates of free 
trade not only tolerated the systematic attack on our 
competitive position in the Sterling Area implied in the 
policy of liberalisation, but positively initiated and en- 
couraged it. They fell into the illogical attitude of some 
American economists who favour 100 per cent preference 
yet oppose anything less drastic and thus (from the same 
misguided® theoretical point of view) less damaging. 


No doubt, if present policies continued, the Sterling 
Area will be doomed to dissolution. But any measure 
which would reverse this trend could still secure impor- 
tant advantage for our exports in an area which takes 
more than 50 per cent of our exports and provides as 
much of our imports. Yet any measure which opens the 
British market to European competition necéssarily 
weakens the coherence of the Sterling Area. It makes 
any special concession which we could make to Sterling 
Area purchases, e. g. through bulk purchase agreements, 
less possible, as such agreements could render our pro- 
ducers less competitive than those in other parts of 
Western Europe with free access to our markets. Conver- 
sely our ceasing to grant preferential treatment to Ster- 


5 This fact might to some extent explain the steady sup- 
port of the City for the policy of convertibility. 


6 Cf. e. g. J. Viner, Customs Union. 


willing ‘to grant us a privileged position as against. 
Japanese or German or even American competition. 
S process has gone some way since we discontinued 
k purchase agreements, etc., to the Sterling Area 
ducers. This has impoverished primary producers and 


the Free Trade comes into being, manufacturers from 
the Commonwealth will suffer from the suppression of 
their preferences. In some cases European producers will 
be preferred by a complete suppression of all tariffs 
while Commonwealth supplies remain subject to duty. 
Thus the net immediate effect on our production of the 
entry into a Free Trade Area must be measured. 
— (a) by the increase in our exports which would not have 
4 occurred had we not become members, minus the ex- 
£ cess of imports, due to the same cause; 
4 (b) the relative decline in our exports to the Sterling Area 
’ due to the same cause; 
= rated as a result of our entering an organisation less 
(c) the increase in dollar imports which has to be tole- 
rated as a result of our entering an organization less 
discriminating against the U. S. 
It is not at all certain whether this immediate ga‘n 
would be positive. 

(8) It can be argued, however, that even if there 
is no immediate gain in the long run, the increase in 
“productivity of all members of the new Common Mar- 
ket, and/or Free Trade Area, would more than offset all 
losses or other considerations. The Free Trade Area 
would provide a large enough market to increase the 
efficiency of European industries by rationalising pro- 
duction. I do not wish to press the point that Britain 
is already (at any rate so far as most industries are 
concerned) a sufficiently large market to provide outlets 
for optimum-sized productive units. There is no doubt 
that the oligopolistic tendency which limits rationalisa- 
‘tion and tends to bring about quality differentiation has 
very much increased the minimum size of the marke: 
in which (despite the prevalence of oligopoly) units 
could be expected to arise spontaneously of a size capa- 
ble of meeting America, and later Russian, competition 
on equal terms. I wonder, however, whether the merely 
negative act of opening national markets will be suffi- 
cient to achieve this end. We have been asked to be- 
lieve that a whiff of the grapeshot of competition would 
be healthy for everybody. But has it worked out that 
way? It is interesting to observe that our exports to 
America have increased relatively more than those to 
the O. E. E. C. countries, even though trade with O. E. 
E. C. was liberalised more than that with America. Nor 
did the liberalisation in the Sterling Area seem to have 
brought about the regeneration which was hoped for. We 
lost trade to outside competitors in the Sterling Area, 
and Sterling Area producers lost markets in Britain.® 

In the end, there has been ever since liberalisation 
a tightening of the capital market, only temporarily in- 
terrupted by the windfall improvement in the terms of 
trade in 1953. Is it likely that in conditions of dear mo- 


7 Cf. Below (8). 

8 The fact that Australia, India and some other countries 
are continuing or beginning their industrialisation does 
not detract from the fact that they are still more com 
plementary to Britain, and are likely to remain so, than 
any of the countries-of the proposed European union. 


exports equally suffered by cheaper competitors. | 
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ney and harshness, uncertainty and violent competition 
with a better situated Germany, British investment will 
expand so as to create large-scale industries in Britain 
which are needed if Britain is not to be submerged by 
Germany within and without the free market? ’Euro- 
pean’ production might well ’benefit’ with Britain suf- 
fering absolute decline. After all Naples joined Milan in 
a free market in 1860, and the merger wrought nothing 
in 100 years but destruction to her industries. 


(9). This does not mean that we should oppose jo- 
ining a Western European Organisation. But it does 
mean that we should be foolish if we joined without 
very special safeguards for our freedom of action in cer- 
tain circumstances, and without seeing to it that the new 
Organisation will permit an expansionist solution of our 
problems, including the problem of maintaining the Ster- 
ling Area. Before I discuss what I would regard as the 
minimum safeguards for Britain, I must dispose of two 
problems which are closely connected with it. 


(10) The first concerns the adoption of a fluctuat- 
ing exchange rate. Some writers accept that a problem 
of short-term readjustment exists, which might be shar- 
pened in extent by, and vitiate the beneficial long-run 
effects of, the New Deal for Europe’, but they maintain 
that permitting sterling to ‘flat’ freely would solve all 
these problems automatically in an expansionist sense. 
Nothing could, in my opinion, be further from the truth. 
Unless our inferiority in investment is cured, or our 
Trade Unions suddenly lose their bargaining power, a 
floating exchange would mean an exchange floating ste- 
adily downwards. As German relative competitive po- 
wer increased, sterling would be under constant pressure. 
Two consequences follow: 


(a) In the first place, an anticipated downward 
trend in the pound would render rational:sation through 
standardisation and mechanisation in our export industry 
unnecessary — the readjustment’ would take the shape 
of a change in relative real wages, in the case of deva- 
Iuation in an appropriate cut. True enough, after a time 
it would result in a futile struggle for higher money 
wages? and lead to a repetition of the vicious circle of 
depreciation. But in the meanwhile precious time for a 
basic readjustment would have been wasted. Devaluation 
or a floating pound, like tariffs, does not deal with the 
fundamental weakness. To deal with that weakness, and 
at the same time to increase overall productivity in 
Britain and in Europe. a grosso modo reorganisation of 
the productive structure is required. Fluctuating exchan- 
ge rates (if effective at all) bring about small readjust- 
ments, shifting the limit of what is and what is not 
exported (and imported). They prevent the benefits due 
to productive reorganisation, the pretended reason for 
accepting the ‘Free Trade Area’, from ever being achie- 
ved. The proposal is a flagrant example of the muddle 
resulting from the superimposition of a naive monetary 
theory on an equally naive ’real cost’ thing without at- 
temping to fuse the two through applying a Keynesian 
approach to the problem. 

(b) In the second place any anticipated deprecia- 
tion of the pound would certainly ruin the country. Bri- 


9 Cf. Mr. Dow’s brilliant analysis of the interrelation of 
import prices and cost inflation. Oxford Economic Pa- 


pers, October 1956. 
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and the slightest suspicion 

‘to be defended will bring 
about a liquidation of foreign reserves in London. The 
depreciation through dear money of the assets which the 
Sterling Area countries (often compulsorily) had to in- 
vest in these reserves has already severely shaken con- 
fidence.1° A policy which at least makes their further 
depreciation in terms of real value likely would destroy 
what is left. Thus a floating pound does not represent 
adequate safeguards for Britain. 

(11) The second problem is raised by those who 
hope to safeguard the future of this country by negative 
safeguards, i. e. by retaining the right of imposing quan- 
titative import and also exchange controls. As far as the 
latter are concerned they should raise not much diffi- 
clude that any negative safeguards must be framed to 
the feared measure. But they are (in so far as they con- 
cern only capital movements) at least not at variance 
with the essential aim of the policy which is to obtain 
economies of large-scale production. 

The possibility of re-imposing quantitative controls, 
however, is a different matter altogether. If import 
quotas are permissible no-one would take the risk of 
planning investment on a scale which needs the whole 
of the area for profitable operation. Thus we must con- 
clude that any negative safeguards must be framed to 
become operative only after every effort to promote an 
expansionist solution to the balance of payments pro- 
blem has failed. Otherwise the Free Trade Area scheme 
will only create uncertainty without (in a number ot 
cases at least) contributing anything favourable to Eu- 
ropean revival and increase in productivity. Thus some 
limitation on sovereignty will have to be accepted. An 
entry into the Free Trade Area, if it is to have any fa- 
vourable impact on productivity, must be non-reversible, 
otherwise no-one will invest in rationalising production. 
This means, however, that safeguards to protect natio- 
nal economies from the impact of intra-Free Trade Area 
competition must be very carefully planned. For this 
reason it is essential to secure positive safeguards that 
the re-imposition of controls will not become neces- 
sary. Yet in the Ministerial speeches concerning our 
entry into Western Europe nothing was said about this 
vital matter.11 This omission is so strange that it led 
some observers’® to surmise that the surge of support 
for the Free Trade Area scheme in Britain can only be 
explained by the wish to preclude any Government in 
Britain from being able to restore direct planning and 
controls. The explicit prohibitions and implicit inhibi- 
tions of the scheme would be sufficient to guarantee a 
maintenance of the present status of economic ’freedom’. 
It is probable that this speculation is without real 
foundation. What is more likely (but not at all less 
dangerous) is that the authorities still do not realise the 
nature of the complex problems created by the faster 
growth of Germany and cling to the futile hopes of a 
simple-minded theory of the benefits of free trade. The 
plofit motive of financial circles is a further, hardly less 
important, reason for the continued malaise of British 
policy. It is sometimes argued that it is inflationism 


tain is a large-scale debtor, 
that a fixed rate is not going to 


10 Cf, above, p. 43 para. v. 

11 Labour policy statements were not quite explicit on this 
point either. 

12 Cf. The Spectator, Nov. 1956. 
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ted States — have in the last five years pursued mone- 


et, 
Contemporary history does vies 

Ae Wess COU tres the rise in the cost of living h 
become the most potent weapon to fight the Gover: 
ment. Both in Britain and in U. S. it was a decisive 
son for the fall of administrations which had been ex- 
ceptionally successful in maintaining employment and 
increasing real income. On the other hand persistent 
export surplus areas — especially Germany and the Uni- 


tary policies which in the pre-1914 days of the undilu- 
ted gold standard would have been thought more ap-— 
propriate for countries in heavy deficit. The result was 
to slow down output everywhere in the West — much to 
the detriment of our capacity to meet the Soviet chal- 
lenge. 


12) What, then, are the safeguards which we should 
strive for? 


(a) The expansionist solution of imtra-European ba- — 
lance of payments difficulties has a short- and long-term 
requireinent: 


i. The E.P.U. scheme must be reformed so at to decrease — 
the likelihood of intra-European debit balances neces-— 
sitating harsh deflationary action in any important 
country. Ideally, an E.P.U. Central bank should be 
established which could at discretion discount bills for 
the debtor central bank in case of need. Alternatively, © 
a much smalle: rate of intra-European gold payments 
should be reintroduced with wider credit swings, instead — 
of the present uniform gold percentage of 75 per can 

of the monthly balance. It is obvious, however, that 
debtor governments cannot contemplate accumulating — 
deficits to an unlimited extent. The causes of the unba-— 
lance must be tackled at their source. In order to fa- 
cilitate this: 


an investment board should be formed with borrowing — 
powers {very much like the Coal and Steel Community) © 
which would help debtor areas by positive investment 
projects. This would not only wipe out deficits but 
also would increase capacity where it is most needed 
and thus readjust the basic competitive position of the 
member countries and achieve the basic requirements 
for long-term equilibrium. Incidentally, the fact that 
such an investment board is established would power- 
fully counteract the increase in risk of intra-European 


investment to which liberalisation would inevitably 
lead.18 


(b) There should be a careful definition of permissible 
reexorts to avoid the danger of being forced to liberalise 
against dollars. 

(c) The member countries should retain the right ot 
subsidising key industries as under G.A.T.T. 


(d) Member countries should be permitted to maintain 
exchange control against panic flights of capital. 


(e) Member countries, in addition, should be able to 

take fiscal measures to influence investment both so fac 
as the total volume and its direction are concerned. 
13 It should be noted that the attempt of O. E. E. C. to 
co-ordinate investment in Europe in this sense failed. 
This should not, however, be quoted as a case against 
trying again. 

The attempt failed (despite some American pres- 
sure in its favour) because none of the participating 
countries believed that it would benefit. They should by 
now be wiser if sadder by the experiences since 1950. 
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(f) The British Government must retain the tight of 
ntaining more intimate connections with the Sterling 
a apart from imperial preference. This in turn invol- 


the right to reintroduce bulk buying of foodstuffs and 
raw materials and to place long-term contracts; and 
the working out of reciprocal trade agreements on 
the basis of increased British investment in the Sterling 
Area and the colonies. Without these the cohesion of 
the Sterling Area, which represents a preferential area 
of far’ greater importance than the Free Trade Area 
could conceivably be, would be jeopardised. 


 (g) Finally, and only in case these more basic means 
of maintainnig a dynamic equilibrium should fail throug): 
: 
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Letter from Abroad 


lack of cooperation, and with severe safeguards against 
vexatious restrictions, member countries should be able 
to enforce quantitative restrictions for balance of pay- 
ments purposes discriminating against a persistent surplus 
country by common consent. 

A positive proposal framed in these terms would 
transform the present plan, which is fraught with danger 
for all areas of slower progress than Germany, into a 
forward-looking plan of equalising prosperity through 
expansion rather than sharing misery through deflation. 
The British Government ought to take the leadership in 
securing for the slower developing areas the possibility 
of survival as industrial powers. 


GREECE AND THE GRISIS IN THE MIDDLE EAST 


, Leon MAKAS 


Ex-minister of the Greek Government 


S COULD be foreseen to a certain extent, the crisis 

which broke out in the Middle East a month ago 
made a strong impression on the Greek government and pu- 
blic opinion. The sudden triumph of the revolution in Iraq 
(on July 13) and the landing of the US forces in the Lebanon 
and British paratroopers in Jordan (on July 17) which came 
‘as such a surprise for all who remembered the attitude of 
the State Department in the Suez crisis of 1956, these two 
events against the general background of increased tension 
between East and West, confronted Greece with three grave 
worries. At first we asked ourselves anxiously whether a glo- 
bal conflict is imminent, in case the reaction of Moscow to 
the US action be as dynamic as the action which provoked 
it. We feared, on the other hand, the effect of this crisis on 
the fate of Cyprus and the development of Greek-Arab 
friendship. Finally, there was the problem of the general 
Greek attitude towards the ever greater tension which threa- 
tened to provoke a clash between Moscow and London and 
especially Washington. 


* 


* * 


In order to be able to analyse these Greek reactions, 
it is necessary to distinguish them clearly at the beginning. 
The attitude adopted by Greek public opinion is instinctive 
and spontaneous, and obviously differs from the attitude of 
the Greek government which is far more cautious and re- 
served. 

And as the crisis has become less acute after a months 
time, both Greek standpoints, that of the public opinion and 
the government are drawing ever closer, seeking to coin- 
cide. But it is certain that at the very beginning, the Greek 
official circles were surprised and bewildered by the spon- 
taneous and unanimous outburst of feeling of the Greek pu- 
blic opinion, 

These feelings are sincerely and profoundly pacifist. 
Greece emerged from an 18 year period of almost continous 
hardship and trials, and therefor ardently desirés peace which 
it considers a vital need. The progress made in nuclear 


science and the prospects of their application which would 
be inevitable in the case of a new war have convinced the 
Greek people that their collective existence is at stake, and 
that under these conditions it should be avoided at all costs 
that Greece should become a rocket launching site, and hence 
also a target for the new bombs which threaten to destroy 
mankind. 

Moreover, since some time already the Greek people are 
experiencing a deep reorientation and changes of feeling to- 
wards the west. The stubborn refusal of London to give the 
Cypriots even a remote possibility of exercising their right 
to self determination, the benevolent neutrality of Washinton 
concerning the British colonialist attitude, the Turkish inter- 
ference in this issue which is considered here to have been 
instigated by the foreign office and indorsed by the State 
Department, and fast, the collective attitude of the NATO 
member countries in favour of the British imperialism towards 
Cyprus, — all this resulted in a feeling of a deep and bitter 
deception towards the west, and prompted them to seek the 
support they did not find among the western democrats else- 
where. As this support was extended among others also by 
President Nasser and the Arab peoples it is natural that a 
lively movement developed here in favour of the closest pos- 
sible Greek-Arab political cooperation. The official visit of 
Archbishop Makarios to the great Arab leader several months 
ago and the unexpected trip of Foreign Minister Averoff to 
the Brioni islands, where symptomatic tripartite contacts 
were established between Greece and Presidents Tito and 
Nasser — these initiatives have wholly satisfied the Greek 
public opinion and strengthened it in its aspirations for a 
more independent foreign policy which would be less oppressive, 
and as independent and objective as possible. 


* 
* * 


It is therefore understandable that the Greek public 
opinion, immediately after the landing of US troops in the 
Lebanon and Jordan quite naturally declared itself in favour 
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i a policy of active and peaceloving neutrality, with regard is 


to the seemingly imminent conflict. All the opposition parties — 
openly declared themselves in this respect, as well as all the 

independent forces of the country, all the intellectuals, all 

associations, all the trade unions and what is most important 

the entire press including that of the government. Only the 

neutrality should not lead to the with drawai of greece from 

most cautious and best informed circles stressed that Greek 

the NATO, but that it inevitably confronted the country with 

the need of ,re-assessing its western policy for the purpose 

of reconciling .,Atlantism“ with ,,neutralism“. 


* 
* * 


We would like to see the government embarking on such 
a course. The government however remained very reserved. 
Its attitude remains openly pro-American. The ties which 
link Greece and the NATO seem, in spite of all, to offer 
many advantages and are consequently indissoluble. Its hatred 
of communism renders it permanently distrustful of Moscow. 
The northern danger — Bulgaria — constitutes the basis of 
its defence policy. In spite of its marked coldness in the re- 
lations with Great Britain, because of Cyprus, and in spite 
the tense relations with Turkey, for the same reason, — the 
Greek government is endeavouring to reduce the chinks in 
the Atlantic armour to the smallest possible degree. It persists 
in believing that the problem of Cyprus caused only a tempo- 
rary interruption of the cordial application of the NATO, 
which will, as soon as the crisis is overcome, soon find their 
»indispensable* solidarity. This also explains why the Greek 
Prime Minister stated persistently: ,Greece belongs to the 
West. We remain loyal to the West“ before the outbreak of 
the crisis in the Middle East and at the moment of the de- 
parture of Foreign Minister Averoff for Brioni. This also 
explains why the crisis in Jordan and the Lebanon placed 
Greece in an awkward position. In point of fact the conci- 
liation of wolves and sheep was in question — Atlantic soli- 
darity and Arab friendship, military obligations and peoples 
rights, the solidarity of the drachma and dollar and the fear 
lest the dollar should drive the Holly Alliance too far. Ho- 
wever, it should be admitted that the synthesis of all these 
contradictions was not at all easy, especially when the USA 
began showing their teeth. Thanks to Mr. Dulles, the State 
Department was no longer hemmed in by liberalist principles, 
so that the USA began speaking only from the positions of 
strong arm politics to all they referred to as ,,the danger of 
Soviet infiltration in the Middle East‘, thus speaking from the 
positions of a policy which associated them ever closer with 
Turkey. However, — as considered in certain official cirlces 
in Athens — perhaps this US-Turkish association will continue 
to.strengthen, while weakening the Greek — US links at the 
same time if Greece proves stubborn towards the new dynamic 
policy pursued by Washington in the Eastern Mediterranean. 
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Fortunately, however, the latest events seem to be helping 
Greece to emerge from its dilemmas and impasses. The ten- 
sion in this part of the world has notably abated during the 
past few weeks. The US administration has expressed the wish 
for the gradual withdrawal of its troops from the Lebanon. 
The special session of the UN General Assembly which took 
the whole matter in its hands, is becoming the site of more 
er less conciliatory tendencies which are perhaps not very far 
from leading to a general agreement. On the other hand, infor- 
mation received from highly reliable sources, hints at an extre- 
mely interesting and rapid change of the US political attitude, 
this time in favour of President Nasser and the Arab countries 
It therefore seems that the web of Greek dilemmas js St 
untangled and that Greece will not be obliged to ieee 
among its friendships. 

It is not our business to criticize, or comment the US 
policy towards the Arab countries during the second half of 
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General Assembly. Is this new US attitude ’ 


rat 


be subjected to modifications, which will do away once 
all with the causes underlying the crisis in the Middle 
We may only hope sincerely that it will be so. The G 
government will certainly be glad if matters develop in 
way. And the Greek opposition will also welcome such 
event on its part as the victory of common sense, peace ¢ 
the principle of active coexistence. “ 
However, the whole adventure will not pass with 
causing also a feeling of deep deception and regret in Athens. 
First because Britain has already availed itself of the ,,opportu- 
nity” afforded by the crisis in the Middle East in order t 
wholly suppress every hope for the liberation and even the 
democratization of Cyprus. And it is this fact, which will | 
cause the cup of Greek biterness to overflow and incite Greek 
publik opinion to demand the revision of our Atlantic policy. 
It is to be deeply regreted that during the world crisis in 
which our country risked finding itself between hammer and 
anvil, our government, prompted by egoist motives, failed to — 
assume ‘the useful role of mediator between the West and the 
Arabs, thus abandoning it to others, who will derive adva 
tages therefrom which normaly belong to every »honourable 
mediator“.. Because in emergencies.such as these, a reserved 
and fatalist attitude may certainly cause difficulties to the 
third party when the crisis is settled at last: this attitude is 
both negative and sterile and is also contrary to the wish 
for the pursuit of a policy of active peaceful coexistence, all | 
the more so when some almost set off the conflagration in 
the immediate vicinity of the ,,third party“; meedless to say, 
in such a situation the mediatory role of Greece could quite 
probably have yielded an acceptable and honorable settlement 
of the Cyprus problem as an award: this has not been done, 
alas. 


Our New Contributors 


THOMAS BALOGH, Professor of Oxford University. Distingui- 
shed expert on economic affairs and author of many well 
known works in this demain. In the capacity of Economic | 
Counselor to FAO visited various countries and studied their | 


economic problems. 


IVO BARBALIC, Secretary General of the Federal Chamber 

of Foreign Trade, formerly Chief of the Economic Department | 
in the State Secretariat for Foreign Affairs and Economic Ad- | 
visor of the Yugoslav Embassies in Prague and Rome. | 


MIRKO TEPAVAC, Chairman of the Yugoslav Broadcasting 
and Television Service, Director of Beograd Radio and Televi- 
sion, President of the Commission for Ideological and Political | 
Affairs of the Socialist Alliance of the working people of Ser- 
bia, Chairman of the Council of the Faculty of Phi'osophy in 
Beograd and member of the Serbian Council for Education. He | 
has written a number of works on education and culture, | 


i S EVERAL positive facts characterized the development 
. Of Yugoslavia’s post war foreign trade. First of all, 
1is trade grew from year to year, and in 1957 its volume 
‘was three times as great (index 320) as in 1947. The in- 
creases were not equal in import and export however. Im- 
Ports grew faster than exports, both actually and relati- 
_vely. Taking 1947 as a basis, the index of import in 1957 
“was 396 and of export only 242, which means that the 
trade deficit was increasing all the time. 
; Another positive fact is that the composition of Yu- 
 goslavia’s export and import improved during the period 
under consideration. In 1957 finished products made up 
-26.9%/o of the total volume of export, while in 1947 their 
share of the export amounted to just 16°/o. Likewise, the 
export of semi-finished articles in the same period in- 
creased from 37°/o of the total export to 41.5°/o, and the 
export of raw materials decreased from 47°/o to 31.6°/o. 
These relative figures do not perhaps illustrate sufficiently 
clearly the importance of the increase made in the export 
of finished articles. For instance, the value of the export 
of finished articles increased from about 20 billion di- 
nars in foreign currency in 1956 to about 32 billion di- 
mars in 1957, i. e., by 60°/o. 
In imports the tendency has been just the opposite. 
Raw material imports in the same period increased from 
32/0 to 35.5°/o (this increase in 1956 amounted to 459/o). 
Throughout this period, export of industrial goods 
grew faster than that of agricultural products. From 1952 
to 1957 the value of industrial export was doubled; it in- 
creased from 36 billion dinars to 72 billion dinars, while 
the export of agricultural products increased by only 60°/o, 
i. e., from 30 billion dinars to 48 billion dinars. The per- 
centage ratio between industrial and agricultural export 
was 55:45 in 1952 and 60:40 in 1957." 
Yet another positive fact recorded was that industrial 
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exports were increasing faster that industrial production. 
In four years, from 1954 to 1957, the index of industrial 
production increased by 49 points and that of industrial 
exports by 59. We must mention, however, that this in- 
crease in the export of industrial goods was based on the 
import of reproduction and maintenance material, the in- 


dex of which rose by 96 points from 1954 to 1957. 


Furthermore, the destination of Yugoslav exports cor- 
responded, to an ever greater extent, to the needs of the 
Yugoslav economy — though not completely, in spite of 
the fact that our overseas trade was constantly growing. 
In 1947 Europe absorbed 96°/o of all Yugoslav exports — 
Western Europe 40°/o and Eastern Europe 56°/o, while the 
remaining 4°/o went to other continents: Africa 2°/o and 
America 2°/o. In 1957 Europe bought 78.3°/o of the total 
goods Yugoslavia exported — Western Europe 51.2°/o and 
Eastern Europe 27.0°/o, and the rest was absorbed by 
other countries: North and South America 9.19/o, Asia 
7.4%o and Africa 5.2°/o. 

The policy of maintaining economic relations with all 
countries wishing to do so has enabled Yugoslavia to 
establish trade contracts with practically the whole world. 
At present Yugoslavia is exporting goods to 80 countries 
and importing from 78. In the future, too, owing to the 
composition of our industrial and agricultural production, 
the European countries will remain our chief trading par- 
tners, but although absolute trade with them is bound to 
increase (since Yugoslav foreign trade is growing), their 
relative share in our foreign goods exchanges will certa- 
inly decrease in favour of overseas countries. In the last 
few years the development of trade has tended towards an 
economically justified geographic distribution, but this 
trend, owing to political influences, will probably be 
disrupted again, as the results made in the first half of 
this year suggest. 


Distribution of Trade 


(in percentages) 


Exports Imports Exports Imports Exports Imports Exports Imports 
1955 1956 1957 1958 
(first half) 
Europe, total 75 54 77 61 73.3 63 79.6 74 
Western Europe 51 47 55 39 51.2 42 54.2 44 
Eastern Europe 14 7 22 22 274 21 25.4 30 


The abrogation of credit agreements by the Soviet 
Union and its failure to deliver certain quantities of im- 
portant goods in regular trade will again result in an un- 


* Agricultural exports include products from the 211—216, 
127, 129 (plant fibres, hemp, small raw hides, woll, animal hair) 
and 313 production branches. 


necessary and unjustified decrease in trade between the 
two countries. 

We have had a trade deficit and, consequently, an 
adverse balance of payments throughout the post-war pe- 
riod. This deficit has fluctuated, but, on the whole, it 
has kept increasing in absolute figures, from year to year. 
I shall not go into the reasons for this, because they are 
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the volume of trade was much greater in 1957 that in | 
1949, In 1949 the trade deficit amounted to 47°/o of the © 


total value of exports; it decreased to 41°/o in 1956 but 


jumped to 65°/o in 1957. This deficit is somewhat allevi- 


ated by the sums earned by invisible exports. The inflow 


of such sums is faster than their spending. In four years, 


from 1954 to 1957, the index of invisible exports incre- 
~ased by 116 points (more than twice) and the index of 


invisible imports by 56 points. In 1957 we had a positive 


balance in invisible exports and imports. 


‘Although invisible exports are important as regards 
the balance of payments (and we must try to increase 
them), the exports of goods remains the chief way of 
earning foreign currency. Accordingly, the primary task 
of our foreign trade is to expand exports, which is made 
possible by increases in industrial and agricultural pro- 
duction. The fast growing imports of raw reproduction and 
maintenance material must serve as a warning; exports 
must be increased, not to cover increases in imports, but 
to decrease the balance of payment deficit. 


Our country has concluded agreements on economic 


cooperation with a large number of foreign countries. Our 
industry has purchased production licences and is cooper- 
ating successfully with various European industries. In a 
number of cases, our industry has mastered the production 
of certain articles which we can export to the countries 
from which we have purchased production licences, and 
sO cover our commitments arising from these licences. 
This, in the first place, concerns European countries. 

The close cooperation of our industry, as well as our 
agriculture, with European countries increases our oblig- 
ations, which cannot be met otherwise but by increased 
exports. And it is precisely by cooperation with more 
advanced countries that possibilities are created for greater 
exports of our goods. This has been best.shown by our 
cooperation with Italy, which has become one of our chief 
trading partners. 

Our coopeation with insufficiently developed overseas 
countries is of a different nature. Our country is in a po- 
sition to extend technical assistance to such countries, and 
to participate in the development of their resources. All 
such countries are struggling with their balance of 
payment. This year in particular they are encountering 
great difficulties in marketing their products — mostly raw 
materials, some of which are imported by Yugoslavia. By 
cooperating with them in the economic field we enable 
them to market their products in our country, thus mak- 
ing possible the export of greater quantities of our indus- 
trial articles, primarily machines and other investment 
goods: ships, railway cars etc. Frequently foreign trade 
problems can be solved by triangular arrangements, which 
are useful for all concerned. Such arrangements concluded 
by our country some time ago have produced good results. 

One of the main shortcomings of our foreign trade is 
that, owing to temporary benefits, we are inclined to 
give up too easily individual markets on which we are not 
too well established. Such acts might have been justified 
when the seller regulated market conditions, but now they 
are detrimental and we are beginning to feel their con- 
sequences. Economic cooperation must be based on last- 
ing relations, it is only through such relations that we 
shall be able to find permanent markets for our products. 
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EX PORTS: COMPLETE YUGOSLA\ 
BUILT PLANTS, MACHINES, SPA 
PARTS, AND ACCESSORIES FOR TH 
TEXTILE, LEATHER ~AND SHOE INDU- 
STRIES. 


Te 


TEKIG-INVEST 


SPECIALIZED IMPORT EXPORT ENTERPRISE 
BEOGRAD, ULICA 7 JULA No. 9 
P. O. BOX 100 


TELEPHONES: 23-410, 
TELEX 01—169 


26-455, 20-767 


Inquiries invited for all eventual problems per- 
taining to the construction of new projects, expan- 
sion schemes, the reconstruction, replacement, mo- 
dernization and overhaul of machines plants. Our 
own, and the leading experts, in the individual 
sectors of the textile, leather, shoe and rubber in- 
dustries are collaborating closely on each problem. 


From our warehouse in Beograd, Ul. 7 Jula 
No. 22, we are in a position to deliver any quantity 
required of all types of accessories, knitting ma- 
chine needles, travellers, various tools and acces- 
sories for the requirements of the textile, leather, 
shoe and rubber industries. 


THE SPECIALIZATION AND BUSINESS EX- 
PERIENCE OF OUR ENTERPRISE GUARAN- 
TEES THE PROMPT AND EFFICIENT FUL- 
FULFILMENT OF ALL ORDERS. 


JITH THE test programmes televised from Zagreb im the 
last two years, occasional broadcasts from Ljubljana, 
2 nd, finally, now from studios in Beograd, preparations have 
been completed for a single Yugoslav television programme. 

7 - When, two years ago, a public discussion on television 
services began, the views people who were ready to de- 
bate the matter differed w lely..No one can say people who 
were against such services , ayer or neglected the 
great possibilities of this medium of informatioh and enter- 
tainment, or that others, who advocated the introduction of te- 
levision as soon as possible, failed to take into account the 
material and economic power of our country. But the argu- 
ments put forward for and against television demanded very 
serious consideration. Our country is relatively undeveloped, 
struggling with numerous difficulties of a financial and eco- 
omic nature, and television is, as we all know, very expensive. 

However, the final answer to the question whether we 
acted wisely by introducing television service at present will 
be given by the television programme itself. If this programme, 
which is awaited with keen interest, both by the advocates 
and opponents of television, proves to be of a high cultural 
and political standard, if it becomes a means for the raising 
of the cultural level of the people, if it becomes a real cul- 
tural factor, the sums spent on television will haye been 
invested profitably. If, however, our television programme fails 
to justify such expectations, if it should remain within the li- 
mits of mere entertainment, if it proves to be just a toy, then 
television should have waited for better times. 

People who are working on television, who have been 
advocating it all this time, consider that television broad- 
casting in our country, thanks to the available technicians, 
artists and actors, should play an important and useful part 
in our cultural life and entertainment. And television can 
teally do that more successfully than other media of enter- 
tainment or information. 

In referring to the problem of our relative backwardness 
concerning television, we must say something else, too. Tele- 
vision in our country must not pass through all the phases 
it has passed in other countries, regarding either technical 
ability or the programme itself. Television is now far from 
being a technical curiosity, the privilege of the rich. Yugoslavia 
has purchased — according to her means — television equip- 
ment which in a certain sense can really be said to represent 
advanced achievements of radio engineering. And in this 
way we have ,skipped“ a series of initial phases of de- 
velopment. 

The programme is another matter. In this, it will be dif- 
ficult to attain a high standard in a short period. It is dif- 
ficult to prepare a good and variable programme every day, 
the more so since the use of feature films on television is 
restricted. To prepare a good and successful television pro- 
gramme, one must have money and experience, and that 
is what we lack. 

But, after all, the experience of television services in 
other countries has shown that expensive programmes do not 
necessarily mean better quality. The most expensive televi- 
sion productions are great spectacles, shows with extravagant 
costumes and decor which, in quality, often border on vul- 
garity, no matter whether they are prompted by competition 
or well-paid advertisements. And this we shall not be able 
to and do not want to copy. 

This does not mean that our television programmes must 
pass through the phases they have passed elsewhere in the 
world, from their primitive forms to their present level. A 
large number of télevision films for exhange or hire are 
obtainable everywhere; great experience has been attained 
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YUGOSLAV TELEVISION 


Mirko TEPAVAC 


in television broadcasting, and members of our own television 
staffs have been able to profit from this, either during visits 
to foreign countries, or in domestic test programmes. And, 
finally, we have advanced very far in some fields which are 
closely connected with television: journalism, drama, music, 
film, etc. Nevertheless the new undertaking is not an easy 
one. Television programme standards have been established in 
the world, and we should not lag behind them to any ap- 
preciable extent. 


YUGOSLAV LIVING STANDARD AND TELEVISION 


HE NUMBER of television sets depends on the purc- 

hasing power of the population, and in our country 
large numbers of people will not be able to purchase sets for 
some time to come (just as was the case in other countries 
when television was first introduced), but some circumstances 
do give rise to optimism. A small number of television sets 
does not necessarily mean a. restricted viewing public. At first 
the chief buyers of television sets will be collectives, i. e., 
reading rooms, clubs; ‘Cooperatives, ‘local branches of the So- 
cialist Alliance, social organisations, schools, etc. — institutes 
which will buy and use the sets collectively. It can therefore 
be said that with about ten thousand sets, that is, as many 
as there will probably be in the country by the end of the 
year (there are about 7,000 sets in Croatia and Slovenia at 
present) about 100,000 or more people will be able to watch 
the television programme at any given time. And this is a 
figure that should not be underestimated. 


As has been announced, in November television studios 
in the country will start to televise a single Yugoslav pro- 
gramme. This will certainly be of great political, cultural and 
moral significance for our multi-national state. Studios in Za- 
greb, Ljubljana and Beograd will produce programme alterna- 
tely. Thus from the very beginning, television will play its part 
in strengthening the bonds between the different peoples and 
regions of our country. 


It is no exaggeration to say that in this respect tele- 
vision can hardly be surpassed. The language differences 
create a far lesser obstruction in television than in any other 
medium of information. In Yugoslavia television broadcasts 
will be in the Serbo-Croatian and Slovene languages, but only 
the Latin alphabet will be used. Those viewers who do not 
understand these languages well will, nonetheless, be able to 
follow the programmes thanks to the visual affects, which are 
of the first importance in television. Comparing language 
obstructions in television with those encountered im, let us 
say, the press, theatre or sound broadcasting, some essential 
differences must be pointed out. A Slovene, for instance, finds 
it difficult to follow sound broadcasts in other Yugoslav 
languages. But he can follow, with great interest and success, 
any televised programme so to say — even when it is in 
an entirely unknown language, and very easily when it is in 
a language which is similar to his own. On the other hand, 
there are very few Serbs who cannot understand a Slovene 
to some extent, and there-aré still fewer Slovenes who do 
not speak Serbo-Croatian. Owing. to this, television broadcasts 
will be an irreplaceable means* of overcoming the national 
barriers which are bound to exist for a long time to come. 

However, television will not only draw the Yugoslav 
peoples closer together; through it the Yugoslavs will be able 
to get to know the world beyond their frontiers much better. 
People in our country, which reject the policy of national 
and political isolation, will be able also to inform themselves 
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J UGOTFHNA“ is a well-known Yugoslav export- 
import enterprise which has been engaged in this bu- 


siness many years. The basic export activity of this 


enterprise covers the following articles: 


1. Wood and metal working machines- presses, 
drills etc.; 

2. Motors, cables, 
products; 

3. Electro insulators, ceramic flooring plates and 
other sanitary products; 

4. Agricultural machines 
tractor trailers etc.; 

5. Metal goods, petrol ,,primus“ cookers, water- 
buckets, rivets, lamps, lanterns, cutlery, char- 
coal irons, propane-butane cylinders etc.; 

6. Hand and forged tools of all kinds, planes, 
hammers, picks, hatchets, forks, rakes, scythes, 
sickles, files etc. 


lathes and other e'ectro- 


and tools, sprayers, 


dee its activities this enterprise has suc- 
ceeded in creating a solid commercial organization in 
the country and abroad, while well-known Yugoslav 
factories enable it to meet the requirements of its bu- 
siness connections abroad as regards quality, delivery 
terms and prices. 


The enterprise has recorded particularly good re- 
sults in the export of those articles where long tradition, 


extending over decades and even centuries ensures high 
quality, as well as in those where up-to.date installations 
and highly trained cadres have created conditions for 
the manufacture of articles which did not figure pre- 
viously in Yugoslav exports, but have made Yugoslavia 
a prominent participant on the foreign market since 
the war. : 

Thus various tools, agricultural machines and de- 
vices (fruitspraying appliances, sprinklers for vineyards 
etc.) and other machines, pumps and pump aggregations, 
electro-industry products, non-ferrous metal products, 
diesel motors of different power, all types of steel cy- 
linders etc., are articles through which JUGOTEHNA 
has earned, on the world market, the reputation of a 
reliable export firm. 

A well-organized trade network abroad has enabled 
this enterprise to expand its business activities on va- 
rious foreign markets, above all in the Mediterranean 
countries, in the Near East and Middle East, in Africa, 
in South America and in a number of European coun- 
tries. 

In addition to this, JUGOTEHNA is successfully 
engaged in the delivery of complete plants and equip- 
ment for various factories, for electro economy, rail- 
ways etc. 


BG BE NCelier rate 
ATHENS, PATRAS, SALONIKA, DAMASCUS, BEIRUTH, 
CAIRO, TUNIS, KHARTOUM, CASABLANCA, TAN- 
GIERS, BRUSSELS, MONTEVIDEO, SAO PAOTO, 
RANGOON, DAR ES SALAAM, BUENOS AIRES, 
ISTANBUL, ASUNCION etc. 


PROGRAMME OF PRODUCTION 


Thre 


Thre 


Thre 


Welding sets 
Power transformers for all voltage 
Metering transformers 


Cran 
High 


Switchboards and controlboards completely 


Projecting, supply and errection for all 


ADDRESS: 


RADE KONCAR* 
Electrical Equipment Factory- Zagreb 


FALLEROVO SETALISTE No. 22 

P. O. BOX 304 

TELEPHONE: 34-051, -2, -3, -4 

TELEPRINTER: 02-104 

TELEGRAM ADDRESS: KONCAR ZAGREB 

ACCOUNT: WITH THE NATIONAL BANK IN ZAGREB No. 


ee-phase asynchronous motors of all 
ratings 

e-phase compound self-excited gene- 
rators from 7 kVa up 100 kVa 
e-phase synchronous generators of all 
outputs 


e and elevator equipment 
and low voltage equipment 


equipped 


kinds of complete installations 


a 
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408-T-79 
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LARGEST YUGOSLAV ENTERPRISE FOR IMPORT AND 
EXPORT OF TEXTILES, RAW AND PROCESSED 
LEATHER AND FOOTWEAR 


EXPORT - IMPORT 
BEOGRAD, KNEZ MIHAJLOVA I-III 


EXPORTS: All kinds of raw, printed and bleached cot- 


ton, woollen and silk fabrics, as well as fibrics made 
of jute, hemp and other synthetic fibres. 

All kinds of knit and woven goods — stockings, 
sweaters, woollen and cotton blankets, carpets, jute 
bags, wool and hair-ropes, raw and semi-finished 
leather, small skins, leather fancy goods, textile and 


leather waste and footwear. 


IMPORTS: Cotton, wool, jute, hemp and other fibres, 


natural, and synthetic fibres and yarns (cellulose 


woel, rayon, perlon, nylon), semiprocessed goods 


for the textile industry, raw and _ semi-processed 


leather, textile and leather waste. 


CENTROTEXTIL maintains business relations with the 


leading world firms. 


Agents abroad: 


LONDON 1, Heddon House, 149-191 Regent Street 
FRANKFURT-AM-MAIN, Oberlindau 108 
SYDNEY, 10 Clement Street, Rushcutter’s Bay 
JAKARTA, Hotel des Indes, Room 49 

TEHERAN, P. O. B. 819 


prpents in the countrys: 


ZAGEB, Gajeva No. 7, phone 38-470, telex 02-102 
RIJEKA, TrSéanska obala br. 8, phone 29-47, 
telex 02-543 

LJUBLJANA, Kolodvorska br. 25, phone 32-562, 
telex 03-113 

MARIBOR, Ulica Talcev br. 1, phone 25-30, te- 
lex 03-321 

SARAJEVO, Vase Pelagiéa br, 1, phone 24-38 
NOVI SAD, Svetozara Markoviéa, br. 29, phone 
40-56 

LESKOVAC, Bore Stankoviéa br. 5, phone 313 
SKOPLJE, Ilindenska br. 30, phone 20-42 


ermanent European service for rele ofa ct 
programmes, the Yugoslav public will be able to ¥ 
luctions televised, not only from studios in Europe, b 

ewhere in the world as well. ‘ 


Yugoslav television broadcasting will be a new means © : 
“-mass influence which, even at the very beginning, will’ = =e 
ts own. with the other means now in existence. 


STATEMENT . 
On Danish-Yugoslav Talks * 


ms, On the invitation of the Yugoslav Government, H. K. dent Tito made a speech at a reception given nh 
est Hansen Prime Minister and Minister for Foreign Affairs of — honour in Maribor, in which he said that Yugoslan 
ae Denmark paid an official visit to Yugoslavia from August was waging an intensive struggle for the « 

a as a0, 1998. of peace and for the implementation of Ps 

ae During his stay, Premier Hansen held talks with the Pre- of coexi wer tions with dim 

pe sident of the Republic Josip Broz Tito, Vice. President of the systems. . ident. Tito added: “This tru 
aiid Federal Executive C 1 Edvard Kardelj and other Yugoslav and these principles are not to the liking of 
+4 government and political functionaries. He also visited several people, and we are being attacked by those 

- economic enterprises and cultural sights in Beograd and the approve them in words. : 


Peoplés Republics of Croatia and Slovenia. 

During the talks which took place in an atmosphere of 
cordiality and mutual understanding, opinions were exchanged 
2 ieee problems of mutual interest and the ment ME _conteniilllll slav music, ded saan 

ugoslav—Danish relations. ids ving. % 

Both governments agreed that at ay moment the preserva- g - 
tion of world peace is the prime task of governments and 
peoples. With this aim they consider that it is necessary to 
develop international cooperation on the principles of equal 


rights, independence, non-interference in internal affairs of A 

other countries, while settling international disputes in a pea- IN TERN TIONAL 
ceful manner and thus strengthening international understanding 5 F 

and confidence. In this sense, the two governments are attri- 


buting a particular significance to the ‘extension. of assistance 


to the insufficiently developed countries primarily through the CON FENCES 
United Nations, as well as the promotion of the freer interna- 


August 21 — Stevan Hristié, the well known Serbian comp 3° 
ser and member of the Serbian Academy of Sci 
whose name will shmagagmie Baked with the develo Op- 


Significance of the Emergency Session™ 


at 


tional material and cultural exchanges. — V. Cvetié — [a i 
With a view to easing the existing international tension, a 
the two governments consider that every genuine effort to Sarees of Coperation and: Peace 
approach the more resolute solution of the disarmament pro- Geneva Conference of Atomic Experts 
blem, beginning with those issues for which there are prospects — M. Sahovié — — = = = 5 
of reaching agreement, should be indorsed. Draft of New French Constitution — 
It was noted during the talks that fruitful cooperation is J. Dordevié = 2 Sia 5 
being implemented between the two countries in various do- Liberation er Constructive Organization 
mains, including also the United Nations. Irrespective of the ae ae 
different social systems, and~ different views on individual a erie. “Xe aes ae : 
international problems, both countries will continue their Greece and the Middle East — L. Makas 13 
endeavours for the abatement of international tension in the Expansion of Yugoslav Foreign Trade 15 
future, as well as the strengthening of friendly relations and Yugoslav Television — M. Tepavac — 17 
mutual cooperation. gs 
It was noted with pleasure that there are no controversial 
issues between the two countries. Mutual relations are de- » THE REVIEW OF INTERNATIONAL AFFAIRS“ 
veloping favourably and are yielding beneficial results in the Is a Forum for the Free Exchange of Ideas by Yugoslav 
growth of trade, cooperation in the domain of agriculture and and Foreign Authors in the Domain of Politics and 
industry as well as in the exchange of scientific and cultural Economics. 


experiences. Both parties expressed the wish to continue de- a. : F 4 
veloping and deepening this cooperation, while availing them- The Review is Published Fortnightly in: 
selves of different forms for this purpose, such as the exchange = tab 

of views on problems of mutual interest, the expansion of ead 

economic and cultural relations, and the fostering of contacts 


ea French 
between social, cultural and other organizations etc. and Russian 
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